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Rating : ACCUMULATE 

3Q22 Net profit higher than our estimate 
National Central Cooling Company’s (Tabreed/The company) net 
profit rose marginally 3.1% YOY to AED 159 Mn in 3Q22 exceeding 
our estimate by 11.8%. This was primarily due to higher revenue 
owing to a rise in the company’s total connected capacity by the 
addition of new connections partially offset by a rise in operating 
expenses and a hike in finance cost.  
 
P&L highlights 
Tabreed’s revenue rose 14.8% YOY to AED 684 Mn in 3Q22 mainly 
due to the addition of new connections in UAE, Oman, and Bahrain 
which resulted in the company’s total connected capacity increasing 
to 1.26 Mn refrigeration tons (RT). Revenue from the Chilled water 
segment rose 13.8% YOY to AED 661 Mn in 3Q22 whereas, the 
Value chain business revenue increased 53.6% YOY to AED 23 Mn 
in 3Q22. The company added a total of 48,106 RT of new customer 
connections in 9M22 out of which 28,403 RT added in UAE, 19,203 
RT in Oman, and 500 RT in Bahrain. Operating cost rose 6.5% YOY 
lower than revenue to AED 406 Mn in 3Q22. Thus, the gross profit 
inclined 29.5% YOY to AED 278 Mn in 3Q22 with a margin of 
40.6%. Operating cost increased 12.1% YOY to AED 64 Mn in 
3Q22. Tabreed’s EBITDA rose 24.9% YOY and stood at AED 323 Mn 
in 3Q22 with an EBITDA margin of 47.2% in 3Q22 as compared to 
43.4% in 3Q21. As a result, operating profit rose 35.8% YOY to 
AED 214 Mn in 3Q22 with an improved operating margin of 31.3% 
rising 484 bps YOY. Finance cost rose 11.7% YOY to AED 71 Mn in 
3Q22 mainly due to a rise in benchmark rates while the finance in-
come stood at AED 5 Mn. Other gains and losses stood at AED 12 
Mn in 3Q22 as compared to nil in 3Q21. Share of profit from asso-
ciates and JV’s rose marginally by 2.9% YOY to AED 9 Mn in 3Q22. 
The company recorded AED 60 Mn in profit from discontinued oper-
ation as compared to no profit/loss recorded in 3Q22. Share of 
profit to non-controlling interest holders rose 4.9% YOY to AED 10 
Mn in 3Q22 dragging profitability.  
 
Balance sheet & cash flow highlights 
Tabreed’s cash and cash equivalents rose to AED 1,492 Mn in 
3Q22, up from AED 1,333 Mn in 2Q22 strengthened the financial 
position and maintained healthy liquidity. The company’s net oper-
ating cash declined from AED 907 Mn in 9M21 to AED 866 Bn in 
9M22 owing to high working capital requirements. Tabreed’s total 
debt stood flat at AED 7.1 Bn in 3Q22 as compared to 2Q22 and 
declined on a YOY basis due to scheduled repayments. The compa-
ny’s net debt to EBITDA declined to 4.99x in 3Q22 as compared to 
5.97x in 4Q21.    
 
Target price and rating 
We revise our rating on Tabreed from BUY to ACCUMULATE with a 
revised target price of AED 3.50. The share price of the company 
rose 17.2% since our previous rating. We also revised our FY2022 
and FY2023 net profit estimate by 8.1% and 6.1%. Tabreed’s add-
ed 48,106 refrigeration tons (RT) during 9M22 to total connected 
capacity of 1.26 Mn RT in 3Q22 attributable to the addition of new 
connections in UAE, Oman, and Bahrain. It plans to add 120k RT 
capacity through organic route in 2022 and 2023. The capacity ad-
dition in 9M22 is in line within guidance range. Additionally, 
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Tabreed entered Egyptian market with Marakez and Gascool for D5M mall and signed an agreement with 
Egyptians for healthcare Services Company (EHCS) to provide district cooling services to CapitalMed for 
approximately 30,000 RT. Approximately 81% of contracted capacity is locked in for more than 10 years 
provides strong revenue and cash flow visibility. Furthermore, the Company earns 70% of its revenue 
from wholly government and semi-government owned entities lowers the contract risk. All these factors 
led Tabreed to maintain stable and predictable growth. Tabreed also maintained a robust track record of 
converting almost all its EBITDA into cash flow historically. Solid cash flow generation will help in reduc-
ing net leverage from 5.0x going forward and provide headroom to focus on growth projects. Based on 
the above, we assign an ACCUMULATE rating on this stock. 
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Tabreed  - Relative valuation           

(at CMP) 2018 2019 2020 2021 2022F 

P/E (x) 20.8 18.8 16.2 15.2 17.0 

P/B (x) 1.9 1.8 1.7 1.5 1.5 

EV/EBITDA (x) 22.2 19.9 15.7 14.7 13.7 

Dividend Yield (%) 3.0% 3.3% 1.8% 1.9% 2.6% 

FABS Estimates & Co Data      

Tabreed - P&L                  

AED mm 3Q21 2Q22 3Q22 3Q22F Var. YOY Ch QOQ Ch 2021 2022F Change 

Revenue 596 556 684 624 9.7% 14.8% 23.0% 1,955 2,206 12.8% 

Operating costs -381 -267 -406 -343 18.4% 6.5% 52.3% -1,084 -1,157 6.7% 

Gross profit 215 289 278 281 -1.0% 29.5% -3.9% 871 1,049 20.4% 

Admin and other exps -57 -66 -64 -67 -3.9% 12.1% -3.3% -247 -264 7.2% 

EBITDA 258 326 323 264 22.4% 24.9% -0.9% 1,033 1,107 7.2% 

Operating profit/ EBIT 157 223 214 214 -0.1% 35.8% -4.1% 624 784 25.6% 

Finance costs -63 -73 -71 -75 -5.3% 11.7% -3.2% -258 -288 11.9% 

Finance income 0 2 5 4 43.6% NM NM 3 11 300.2% 

Other gains and losses  0 1 12 0 NM NM NM 130 13 -90.1% 

Share of associates & JV 9 8 9 9 -1.5% 2.9% 8.3% 36 37 3.8% 

Profit from cont operat 103 161 169 152 11.3% 63.5% 4.9% 534 557 4.2% 

Profit from disconti operat 60 0 0 -2 NM NM NM 77 -1 -101.3% 

Profit before NCI 164 161 169 150 12.7% 3.2% 4.9% 611 556 -9.0% 

Non-controlling interest -9 -9 -10 -7 29.9% 4.9% 8.3% -26 -31 21.5% 

Net Profit 155 152 159 142 11.8% 3.1% 4.7% 585 524 -10.4% 

FABS estimate & Co Data 152 159 142 -10.6% 3.1% 4.7% 585 524 -10.4% 

Tabreed - Margins         

 3Q21 2Q22 3Q22 YOY Ch QOQ Ch 2021 2022F Change 

GPM 36.0% 52.0% 40.6% 461 -1,140 44.5% 47.5% 299 

EBITDA 43.4% 58.6% 47.2% 382 -1,141 52.8% 50.2% -265 

OPM 26.4% 40.1% 31.3% 484 -885 31.9% 35.6% 363 

Net margin 25.9% 27.4% 23.3% -265 -409 29.9% 23.8% -616 

FABS estimate & Co Data         
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DISCLAIMER 

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and Com-

modities Authority, licensing registration number 604002, and is a member of the Abu Dhabi Securities Ex-

change and Dubai Financial Market. The information, opinions and materials contained in this report are pro-

vided for information purposes only and are not to be used, construed, or considered as an offer or the solici-

tation of an offer or recommendation to sell or to buy or to subscribe for any investment security or other fi-

nancial instrument.  The information, opinions and material in this report have been obtained and derived from 

publicly available information and other sources considered reliable without being independently verified for 

their accuracy or completeness.  FABS gives no representation or warranty, express or implied, as to the accu-

racy and completeness of information and opinions expressed in this report.  Opinions expressed are current 

as of the original publication date appearing on the report only and the information, including the opinions 

contained herein, are subject to change without notice.  FABS is under no obligation to update this report. The 

investments referred to in this report might not be suitable for all recipients.  Recipients should not base their 

investment decisions on this report and should make their own investigations, and obtain independent advice, 

as appropriate.  Any loss or other consequences arising from the uses of material contained in this report shall 

be the sole and exclusive responsibility of the recipient and FABS accepts no liability for any such loss or con-

sequence.  The value of any investment could fall as well as rise and the investor may receive less than the 

original amount invested. Some investments mentioned in this report might not be liquid investments, which 

could be difficult to realise in cash.  Some investments discussed in this report could be characterised by high 

level of volatility, which might result in loss. FABS owns the intellectual property rights and any other material 

contained in this report.  No part of this report may be reproduced, utilised or modified in any form either in 

whole or in part or by any electronic, mechanical or other means, now known or hereafter invented, including 

photocopying and recording, or stored in any retrieval system without the prior consent of FABS in writing.  

While utmost care has been taken to ensure that the information provided is accurate and correct, neither 

FABS, nor its employees shall, in any way, be responsible for the contents. By accepting this document, the 

recipient agrees he/she has read the above disclaimer and to be bound by the foregoing limitations/

restrictions. 
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Rating Upside/Downside potential 

BUY Higher than +15%  

ACCUMULATE Between +10% to +15%  

HOLD Lower than +10% to -5%  

REDUCE Between -5% to -15%  

SELL Lower than -15%  
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